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The Challenge Of Federal School Building Aid 


Proposals Raise Question: Is It Necessary or Advisable? 


by Rocer A. FREEMAN 


De for Federal aid for our nation’s schools today constitute one of the greatest challenges 


facing the parents and taxpayers of America. 


School financing today, because of many factors inherent in the times, presents great difficulties. 
But the problem should not obscure these basic premises about American education: that adequate 


education of all American youth is essential to 
the nation’s preservation; that the country’s 
most important resource lies in its citizens— 
more than in its soil or climate; that every 
American child has a right to an adequate edu- 
cational opportunity ; that the American people 
need an ever-improving educational system, 
and that they can afford its cost. 


Whether Federal aid should be extended for 
school construction is one of the important facets of 
this complicated challenge. Before hastily choosing 
a Federal solution, many aspects of school financing 
should be examined, i.e., what are the real vs. the 
asserted needs of the states; do they have the fiscal 
resources necessary to meet these needs; is Federal 
aid for the operation or construction of schools nec- 
essary or advisable? 


The major problem which faces the schools is the 
task of coping with the unprecedented enrollment 
increase. The number of school-age children (5 to 
17) will rise by 13.6 million during the current dec- 
ade (1950 to 1960). This compares with an increase 
of only 9.4 million in the preceding 50 years (1900 
to 1950). To take care of the enrollment inerease the 
public schools—not including private schools—will 


need an addition of more than 40,000 classrooms 
and teachers each year until 1960. The question is 
whether states and local communities are able to 
raise the funds necessary to provide for the needed 
facilities and teachers. 


In the past, school revenues have consistently risen 
faster than enrollment. Between 1900 and 1953 the 
number of school-age children increased by 60 per- 
cent; state and local expenditures for public schools 
rose by more than 1,000 percent. Between 1930 and 
1950, when enrollment was relatively stable, school 
revenues almost doubled in dollars of constant value. 
In the past five years (1949-50 to 1954-55) public 
school enrollment rose 20 percent, current school 
expenditures (in price-adjusted dollars) 40 percent. 
School building outlays grew from $500 million in 
1948 to $1 billion in 1950 and to $2 billion in 1954. 
The first 3 months of 1955 showed a 16 percent 
increase over the same period in 1954. 


In 1902 approximately 114 percent of the national 
income was devoted to public education; by mid- 


This material is taken from a statement Mr. Freeman pre- 
onan the House Committee on Education and Labor on 
pril 26. 
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century education’s share had risen to 3 percent. This 
trend shows an increasing recognition by the Ameri- 
can people of the value of education which is certain 
to continue and likely to grow in the years ahead. 


Progress In Education 


The increase in funds has enabled the schools to 
make progress in upgrading, expanding and enrich- 
ing their programs, in improving standards, in 
broadening their offerings, and in adjusting them to 
current needs, demands and standards of living. 


Between 1900 and 1950 the number of school-age 
children in the United States grew 44 percent, aver- 


of that income be devoted to education if all Ameri- 
can youth are to find an adequate educational op- 
portunity. 


At Congressional hearings in recent years some 
educational deficiencies among the adult population 
have been represented as reflecting the current status 
of our schooling. One example is the number of il- 
literates. 


Some Facts on Illiteracy 


The Bureau of the Census quit asking the illiteracy 
question in the decennial censuses after 1930. In 
1952 the Bureau made a special sample survey of il- 


ROGER A. FREEMAN, assistant to Governor Arthur B. Langlie of Washington, 
has been on leave of absence for about a year, serving as research head for the 
Commission on Intergovernmental Relations’ Committee on Federal Responsibility 


in the Field of Education. The Commission’s reports are expected to be submitted 
to the President next month. Mr. Freeman’s views as expressed in this Review are 
his own and do not reflect those of the Committee nor of Governor Langlie. 





age daily attendance in the public schools 110 per- 
cent. A recent study of the U.S. Office of Education 
stated “The most impressive fact is that the propor- 
tion of youth remaining in the high schools to gradu- 
ation has almost doubled during the twenty years 
from 1932 to 1951.” In the short span of six years 
(1947 to 1953) the ratio of 16 and 17 year olds en- 
rolled in school has risen from two out of three to 
three out of four. 


A greater percentage of our youth (5 to 17 and 18 
to 24) are going through formalized education for 
an expanding number of years than ever before in 
our history or in any other country in the world. The 
American school system is not, as has at times been 
stated, deteriorating; it is on the whole, and with 
exceptions in certain areas, showing a spectacular 
growth. Its progress however is not fast enough to 
wipe out within the next few years all of the many 
and wide-spread shortcomings which still exist. Fi- 
nancial support of the school system must be sharply 
increased if the current shortages are to be substan- 
tially alleviated during this period of unprecedented 
enrollment expansion. While the national income 
' keeps growing, it is essential that an increasing share 
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literacy in the United States. It found that there were 
2.8 million illiterates in the country and that their 
average age was 56 years. There probably is not very 
much that can be done about educational deficiencies 
among people of that age. 


A survey of the Bureau of the Census in October 
1953 found that 99.4 percent of all children between 
the ages of 7 and 13, and 96.5 percent of those 14 
and 15 years old, were enrolled in school. A child of 
normal intelligence who attends school for 7 to 9 
years should then be able to read and write. It seems 
that we have for all practical purposes accomplished 
the aim of literacy among all American youth. 


The statement has been made repeatedly that we 
have 10 or 11 million illiterates. This is incorrect. 
The background of that statement is this: During 
World War II the Army labelled recruits whose level 
of knowledge for military training purposes corre- 
sponded to less than five elementary grades “func- 
tional illiterates.” The 1950 Census survey found 
that there were 10.5 million persons who had com- 
pleted fewer than five grades. Stories appeared that 
we had 10.5 million illiterates. But the Census Bu- 
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reau also found that 95.4 percent of those who had 
completed only four grades and 85 percent of those 
who had completed only three grades could both 
read and write. There is of course no reason to be 
complacent about 10 million people who have had 
less than five years of school even though most of 
them are in the higher age brackets. But they should 
not be called illiterates, functional or otherwise. 


Statements were given wide publicity that the 
Army has had to reject hundreds of thousands or mil- 
lions of men because of educational deficiencies. 
Those statements are not substantiated. I did consid- 
erable research on Armed Forces test failures and 
could find no evidence to prove that the failure rate 
for mental capacity is related to educational attain- 
ment or is the result of lack of educational oppor- 
tunity. Nor has there been any shifting in the mili- 
tary load among states because of failure to pass 
AFQ tests; every state has met its draft quota since 
the passage of the Selective Service Act of 1948. 


Reports indicate that more than 70,000 men and 
women who fall short of the certification standards 
of their states are teaching in public schools, and 
that more than 50,000 additional teachers are needed 
to fill present requirements. The main reason for the 
teacher shortage seems to be a biological fact: the 
rise in the number of births from 2.3 million in 1933 
to 3.6 million in 1948 (and to over 4 million in 
1954). As a result, the number of school-age chil- 
dren (5 to 17) increased 5.4 million between 1950 
and 1954, while the number of youths 18 to 24 years 
old, the age group from which most of those come 
who study to become teachers or who enter the pro- 
fession decreased by 853,000. 


Growth in Teacher Force 


Attempts to attract greater numbers to the teach- 
ing profession have been partly successful. Since 
1950 our total labor force has grown 2.2 percent; 
the number of certificated teachers in the public 
schools increased by 15 percent. Ten percent of 
the increase in the total labor force is accounted for 
by public school teachers. 


Some teachers unfortunately leave the profession. 
A sample survey of the National Education Associa- 
tion showed that last year 7 percent of the school 
teachers left. But about half of them left for reasons 


of marriage, family or retirement and only 1.3 per- 
cent of all teachers left to enter other types of em- 
ployment. 


In the past five years the number of certificated 
teachers in the public schools increased 20 percent. 
That is exactly the rate at which pupil enrollment has 
risen. It is a little known but significant fact, that 
the ratio between teachers and pupils in average 
daily attendance has remained perfectly stable. The 
ratio is now almost exactly what it was in 1950, in 
1940, in 1930, and even as far back as ir 1900. This 
ratio, as all national averages, inevitably hides many 
local differences. Certain areas do have consider- 
able difficulty in securing the teachers they need, 
largely because they pay inadequate salaries. Higher 
salaries are probably among the most effective meth- 
ods to attract more qualified persons to the teaching 
profession. 


Report Contains Inconsistencies 


The shortage of school facilities is generally held 
to be more critical than the shortage of teachers. The 
conditions under which boys and girls in some areas 
of the country attend school are shocking and uncon- 
scionable. 


Most estimates of the classroom shortage have 
been based on the “Report of the Status Phase of the 
School Facilities Survey” which was published by 
the U.S. Office of Education in December 1953. The 
survey itself was ordered to be taken under Public 
Law 815, 81st Congress, and financed by a Federal 
appropriation of $3 million, equally matched by the 
states. If extended to cover all states, that report in- 
dicated a shortage of 312,000 classrooms in 1952, 
and if projected to 1959 of 470,000 classrooms. It 
also indicated the total school building need in 1952 
at $10.6 billion. Applicable state and local resources 
of $5.9 billion were reported to be available, leaving 
a deficit of $4.7 billion. 


That report was analyzed thoroughly. It seéms 
that it contains major internal inconsistencies, that 
the data are not comparable, that they cannot be 
added to arrive at a national total, that the standards 
of need varied greatly from state to state, that ap- 
plicable resources are by no means a true measure of 
the fiscal capacity of the various states, and that the 
school building deficits so compiled are not com- 
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parable as between states. The data do not indicate 
the actual need in any state nor the fiscal ability to 
which any state might be able or unable to meet its 
needs. It seems that few conclusions can be drawn 
frem that report other than that school building con- 
struction needs total many billions of dollars nation- 
wide, and that some states need to modify their laws 
in order to meet the needs. 


About 60,000 classrooms were built in 1954, con- 
siderably more than were needed to take care of the 
enrollment increase. This rate of school construction 
however is insufficient to wipe out the existing short- 
ages within the next few years. Moreover, the school 
building activity is not spread evenly according to 
the urgency of need. A number of states are seriously 
lagging behind. 


What of Fiscal Capacity? 


It is well known that the low-income states are 
laboring under the additional handicap of having 
relatively more children. The number of school-age 
children per 100 adults is 51 in the 12 top income 
states, 69 in the 12 lowest income states. It is how- 
ever not sufficiently known that dramatic changes 
have taken place in recent years in the social and 
economic picture of the nation which have signifi- 
cantly narrowed the differences in fiscal capacity 
among states. 


Between 1940 and 1953, per capita income in the 
12 top income states rose 37 percent in dollars of 
constant value; in the 12 lowest income states it in- 
creased 96 percent. The ratio in per capita income 
between the highest and lowest states shrank from 1: 
4.75 to 1: 2.76. The impact of the steeply graduated 
Federal taxes narrowed the remaining difference in 
income (after taxes) even further. 


Two-thirds of the 3.3 million increase in school- 
age children between 1940 and 1952 was concen- 
trated in the 12 top income states; half of the 14 
lowest income states had decreases in the number of 
children, the other half slight increases. This was 
due to two facts: 1. There has been a vast migration 
from the poorer regions to the wealthier sections of 
the country; 2. The birthrate rose almost three times 
faster in the high-income states than the birthrate 
in the low-income states. 
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As a result of this trend, school conditions im- 
proved relatively faster in the low-income states. 
For example: between 1938 and 1954, teachers’ sal- 
aries rose 28 percent in dollars of constant value in 
the 12 top states, 101 percent in the 12 lowest states. 


The States’ Tax Efforts 


It is well known that low-income states spend a 
larger share of their income on education than 
wealthier states. Current school expenditures in the 
12 top income states in 1953 equalled 3.4 percent of 
the disposable income of their residents (individual 
income payments less Federal individual income 
taxes), in the 12 lowest states 4.2 percent. This how- 
ever does not mean that low-income states exert a 
greater over-all effort. 


Low-income states are reimbursed by the Federal 
government for a much larger share of their public 
assistance expenditures than high-income states. In 
1952 the Federal government bore 40 percent of the 
public assistance cost in the 12 top income states, 67 
percent of that cost in the 12 lowest income states. 
The Federal government thus relieved the low-in- 
come states of a greater share of their public welfare 
burden, and enabled them to devote more of their 
own funds to education. 


The total state and local tax burden is about the 
same in the high-income and the low-income states. 
In 1953, state and local taxes equalled in the 12 top 
income states 9.5 percent of their disposable income, 
in the 12 lowest income states 9.6 percent. 


The wealthier states put forth a slightly greater 
effort for school building construction. That may be 
because they are taking care of the major part of the 
nation-wide enrollment increase. 


The statement has been made at times that taxing 
powers of states and local communities are insufh- 
cient because much of the wealth of the nation has 
changed from tangible to intangible values, which 
are not taxable in the areas where the children live. 
Closer analysis casts doubts upon such statements. 
State and local revenues are raised largely through 
taxes on property, sales and income. Property taxes 
on businesses are levied where the tangible prop- 
erty is located, particularly the industrial plants and 
commercial enterprises. Those taxes benefit the states 
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where the workers and their children live, not where 
shareholders, mortgagees or absentee owners live. 
Sales taxes are collected in the states where the retail 
sales are made, which is where the consumers and 
their children live. Corporation and business income 
taxes are not collected by the state where the head- 
quarters office is located. They are generally allo- 
cated among states by a three-part formula of pay- 
roll, property and sales. All three factors follow the 
residence of the workers and consumers—and their 
children. 


The only income that is not in some way related to 
the location of the children is income from interest 
and (partly) from dividends. Income from interest 
equals less than one percent of all individual income 
reported for Federal tax purposes, dividends to 3 
percent. More than 90 percent of all individual in- 
come can be taxed in some form by the state where 
the children are located. 


One of the most serious problems of school finane- 
ing in the low-income states is the deterioration of 
the property tax which accompanied the gradual tak- 
ing over of the responsibility for school support by 
state governments. It is in those states that tax ex- 
emptions — for homesteads, veterans or industrial 
purposes—are most liberal, and that the ratio of as- 
sessed values to true values are at the lowest level. 
Local taxes, expressed in percent of income, are par- 
ticularly low where state school support is high. The 
low level of taxation indicates that it was not lack of 
local taxpaying capacity which made high state sup- 
port necessary. State aid, unfortunately, has often 
served more to lighten the burden of local taxation 
and to relieve local officials of an onerous duty than 
to raise the support of the schools. The availability 
of grants-in-aid led to a weakening of local responsi- 
bility and effort, and in turn to a failure to use local 
taxing powers adequately. This experience should be 
kept in mind in considering a program of Federal 


aid. 


It has been asserted that low-income states need to 
keep their taxes low and offer special inducements to 
attract industry. The fallacy of that policy was dem- 
onstrated in several recent case studies. Tax and eco- 
nomic experts generally hold that tax considerations 
are a minor factor in the choice of industrial loca- 
tion, and that the offering of exemptions is a waste- 
ful and ineffective method of attracting industry. 


Modern industrial enterprises are more interested in 
adequate community services than in savings which 
are insignificant in terms of cost when compared with 
such factors as raw material sources, markets, labor, 
transportation and power. 


A review of the state and local tax burden borne 
by the residents of the various states does not indi- 
cate that any state has exhausted its taxing capacity 
and could not increase its revenues if it wanted to. 
But many states and communities are not using their 
taxing powers to the extent to which they could and 
should use them to cope with the existing shortages 
in the school plant. 


Federal Tax Cut Should Help 


The over-all tax effort of states and local govern- 
ments has relatively decreased over the past quarter 
century. The state and local tax burden dropped 
from 10.8 percent of the national income in 1932 to 
7.1 percent in 1953. During the same time the Fed- 
eral tax burden rose from 3.1 percent of the national 
income to 21.5 percent. That heavy Federal tax load 
created a general atmosphere of growing tax resist- 
ance in which state and local governments found it 
economically and politically impossible to retain 
their share of the national income. 


The Federal share of all tax collections increased 
from 22 percent in 1932 to 75 percent in 1953. Some 
hold that this growth in Federal taxes has made it 
obligatory upon the Federal government to accept 
more responsibilities which used to be borne by the 
states. Others feel that the acceptance of additional 
responsibilities by the Federal government would 
lead to an even greater shifting of the tax burden 
from the state and local level to the Federal level, 
and that efforts should aim at reversing the trend. 


The recent Federal tax cut of $7.3 billion should 
enable the states to expand their revenues without 
having to ask their citizens to bear a heavier burden 
than in the past. Forty-six legislatures are meeting 
this year. Action to-date indicates that the year 1955 
may see more tax boosts enacted by state legislature 
than any year in recent history. 


There is a wide-spread feeling that the property 
tax which still is the mainstay of local school reve- 
nues has reached a limit which cannot be exceeded. 
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Twenty to twenty-five years ago when property taxes 
accounted for more than half of all taxes collected 
in the United States, it could justifiably be said that 
property was bearing too great a share of the tax 
burden. Today this could be said of only a very few 


states. 


Property taxes averaged 5 percent of the national 
income earlier in the 20th century, reached 10 per- 
cent in the thirties, and now equal about 3 percent of 
the national income. Constitutional and statutory 
limitations generally restrict the number of mills 
that can be levied upon assessed valuations. Those 
valuations in most areas are only a fraction of true 
values. Particularly in some low-income states, as I 
pointed out earlier, property taxation has dropped 
below a reasonable level. The taxing powers of 
school districts was thus reduced to a fraction of 
their legal entitlement. 


Not Using Borrowing Powers 


Many states and local governments are not ade- 
quately using their borrowing capacity. One-third of 
the states have virtually no general obligation bonds 
outstanding. Interest payments account for less than 
one percent of all state expenditures (compared with 
9 percent in the Federal budget). In 1932 state and 
local debts equalled the Federal debt; in 1953 the 
Federal debt amounted to eight times state and local 
indebtedness. In terms of national income, state and 
local indebtedness dropped from 33 percent to 11 
percent during that period. 


All states and most school districts can sell long- 
term general obligation bonds at lower interest rates 
than can the Federal government. Cash and security 
holdings of state governments in 1953 totalled $15.2 
billion, about twice the sum of all state debts. State 
government investments in Federal securities alone 
totalled $8.1 billion. Some of these funds could be 
invested in local school bonds or in buildings instead 
of being lent to the Federal government. Only few 
states do so now. 


The existing restrictions upon the fiscal powers of 
the states were imposed not by the Federal govern- 
ment but by the citizens of those states upon their 
own governments. They are not limitations upon the 
fiscal capacity of the states but only restrictions of 
the power of state legislatures to draw upon that 
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fiscal capacity. The final power over taxes and debts 
rests in the people themselves. They imposed those 
limitations; they can alter or remove them if they 
find them out of step with contemporary require- 


ments. 


Fiscal Capacity and Federal Aid 


The discrepancies in fiscal capacity among states 
still are substantial. Disposable income per child 
varies from $9680 in New York to $2810 in Missis- 
sippi, a ratio of 1 to 3.5. A good case can be made 
that the residents of economically poorer areas 
should not be expected to tax themselves at exorbi- 
tant rates in order to support an adequate school 
system, and that they are entitled to some assistance 
from their more fortunate sister states. Fairness 
would require that low-income states be expected to 
adequately utilize their own fiscal capacity before 
they receive outside help. 


It is significant that no bill was seriously consid- 
ered in recent years which would provide aid only 
to the states at the lower end of the economic scale. 
Bills under consideration provide grants-in-aid to all 
states. It might be difficult to prove that the citizens 
of states like New York, Connecticut or Illinois are 
financially unable to provide for the education of 
their children. If they were unable, where would the 
Federal government raise the money? 


It is a truism that all resources in the United 
States, all wealth and income are located within the 
borders of the 48 states and subject to their taxing 
powers. The Federal government has no major eco- 
nomic resource nor taxing powers which the states 
lack. 


Yet the history of the past quarter century shows 
that the Federal government has been far more effec- 
tive than the states in expanding revenues and in- 
debtedness. The control of the monetary system by 
the Federal government and certain administrative 
advantages in the tax field may account for part of 
this. But the main advantage appears to lie in the 
political area. 


There is a close relationship at state and local 
levels between the approval of higher expenditures 
and the necessity of raising taxes. State and local 
budgets generally must be balanced. To increase 
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teachers salaries or to construct a new school build- 
ing may add 5 or 10 mills to the property tax or put 
another cent on the sales tax or raise the rates of the 
income tax. State and local officials must keep their 
taxing and spending program within the willingness 
of their constituents to tax and bond themselves be- 
cause many of the decisions on tax rates and on bond 
issues are made by the voters directly at the ballot 
box. 


At the Federal level there is no identifiable con- 
nection between a particular expenditure and the 
necessity to raise taxes. Thus the natural restraints 
which operate at the lower levels of government are 
no longer effective. Only three of the last 25 Federal 
budgets were balanced. Congress can raise the debt 
limit and enact taxes without having to submit the 
issue to a vote of the people. 


It seems that the greater fiscal capacity of the Fed- 
eral government stems from the fact that new or 
greater Federal expenditures do not depend upon the 
approval of the people themselves to be taxed more 
heavily for a particular purpose. 


Other Reasons for Aid 


The fact that the states appear to have sufficient 
fiscal capacity to take care of their school needs does 
not necessarily rule out Federal aid. Congress has 
the responsibility of guarding the national interest. 
It is held by some that even if the states are able to 
do so but do not provide the level of education that 
is required by the national interest, and that the na- 
tional interest is adversely affected by action or in- 
action of some states, that a case may be given for 
the Federal government to seek ways of protecting 
the interest of the other states and the nation. The 
question is then whether the judgment on the ade- 
quacy of the schools by 48 state legislatures together 
with some 60,000 school boards—directed by mil- 
lions of citizens who control the action of their gov- 
ernments through direct votes on taxes, bonds and 
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school expenditures — shall prevail, or whether the 
Congress finds that it must override that judgment. 
That is a decision which only the Congress itself can 
make. 


It is evident that some states have not lived up to 
their responsibilities. The deplorable school condi- 
tions which were vividly described in testimony at 
Congressional hearings in recent years could not ex- 
ist if some states and communities had not fallen 
down on their obligations. Some schools are below 
the level that most Americans would regard as an ac- 
ceptable minimum, and as giving those boys and 
girls the educational opportunity to which they are 
entitled. 


Strength Comes From Below 


A study of school conditions in the various states 
shows that the discrepancies and inequalities are far 
greater within states than among states. They exist 
because of the failure of some state legislatures to 
enact fair and adequate equalization programs. If 
those states do not use their own funds to the best 
advantage to ameliorate the wide discrepancies be- 
tween school needs and economic capacity among 
their various communities, then there is no reason to 
believe that Federal funds would be allocated more 
wisely under state control. That is why the point has 
been made that Federal aid distributed under state 
control would not eliminate local deficiencies or pro- 
vide a more equalized education opportunity 
throughout the country. 


The strength of American education comes from 
below and not from above. It comes from the par- 
ents and from the communities and not from Wash- 
ington. The American people have built up over the 
past century and a half the greatest school system in 
the world under state and local responsibility. I be- 
lieve that the American people will not forsake their 
children, that they will rise to this challenge as they 
have risen to challenges in the past. 
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